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SECTION I. SUMMARY OF FAR EAST TRENDS AND DEVELOPHENTS

: The Chinese Government in a formal note charged the Slamese Governe
ment with violation of the Sino-Siamese Treaty of Amity (page 8 ).

The pla.nrméd réorganization of the Japanese Bankinpg struoture is
designed to eliminate its former monopolistio position with regard to
Japanese industry (page 4). o

Britain and China, as well as the USSR, are oritical of the Japanese
Government labor policy (page 4).

Soviet attempts to use the 25 August eleoctliona in North Xoreu as the
bagis for claiming "national® status for the puppet Dsmocratic Peoplsia
Republic of Korea will be hendicapped by the rocent denmunclation of the
election by leading South Korean leftist and moderate groups (psge 8).

The general lull continued on all Chinese military fronta during the
past week (page 8 ), The political situation was highlighted by continuing
mass student arrests throughout all major Chiness oities (pege 6 ). Former
Premier CHANG Chun is ourrently visiting Japen in order to obtain the fects
regarding: US intentions vis-a=vis Japan (prege 6 )o LI Chi-shen informed &
U5 Consular official that FENG Yu-hsiang is returning to China via Moscow
(page 8 )« Present trends indicate the genoral "slow down" tmotios of the
Chinese Communistas regarding land reform are not abating (pege 7). The
FNational Government®s economic situation appears tsmporarily stabiliszed as
o result of the new ourrenoy pregrem although the general consensus romalng
pessimistio (page 7).
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SMARY (ocontinued)

¢ A t)sr!.ﬁcal impasge in GOC negotiaticns hos been reached in Indonesia
pags 8jo

The insurrection in Burma contimies unsbabted and indeoisive (page 8)e

Seattered clashes in the Philippines betweon the Huks and Constabnlary
may signal feilure of emnmesty program (pags 9).

A summary of the conclusions reached as & résult of a aurvey by Army
Dapartmont officials in regard to the proourement of food i‘or Japan from
Far Eastern ebux'oes-—SEGTION III (page 10)o
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SECTION II, DEVELOPMENTS IN SPECIFIED AREAS

GENERAL

The Chinese Gckernment in & formal note charged the Siamose Covernnant; rpe
with violation of the Jgino-ﬁamesa Treaty of Amity

The Chinese Governmént in a formal note ohargad tho Siamese Goverhmnt
with violation of the Sipo-Siamese Treaty of Amity in the mrrest of tertaia
Chinese nationals, and demended their immediate release. Referring to,
there arrests, the note pointed out that the Sismese authorities have neither
informed the Chinese Conaulate General in Bangkok of the remsons for the
erreste nor made public the chargos preferred against the Chinese untionals
concerned. Although these arrests which followed the recent outlawing of
the Chinese Kuomintang in S8iem are another indiocation of the anti-Chinese
policy of the present Siamese Govermment, the Chinese Govermment, in ite
present weak pogition, ocan do 1little more than protest via the diploma'bic
channels any discrimination against ite nationals in Siem,.

4 T
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JAPAN
Hoorganigation of Japanese banking structure pls _-_mi 4 baniking reform nRu
bill is to be submitted to the next Diet Session which wil: have the effect. -

of reorganiging the Jepaness banking structure. The bill contemplates a
gystem comparable to the Federal Reserve Barking System in tho US., The

Bank of Japan would still be the central benk tut nbsolute governmental.
sontrol over it would be removed. Special privileges would no longer Ye
available to banks, and monopolistioc controls of banking would be prohibited,
Koanwhile. steps are being taken to reorganize Japan's "big six® henks,
formerly owned end operated by the Zaibatsu.

The proposed banking bill end bank reorganization would hava the effect
of demying to the government and to largs industrial intereats the apportun~
ity to utilize vast financlel resources for their own advanteége, Ia the
pre~war period, the Japanese government uced special institutions sach as
the Yokohama Specle Benk for political purposes in foreign eounirien. In
1like menner, the Zaibatsu had their omm great banke which enebled thew teo
have at thelr disposnl funds for their expaneion; and et the same time
through their control over capitel, they were able to maintaim & ctrong
monopolistic position 4in the Japanase industzris) world,

ge_criticize Japanese governmen® lsbor policw., BEritish -
8 of the Allied Council for Jepan eriticized Japaneco
government labor policy at & special meeting of the Allied Council for
Jepan on 28 August. The meeting wes called to ensble the US chairmen to
reply to a letter from the Soviet representative dementing recall of SCA>'s
suggestions for the limitation of the trade wmion rights of Jepanese public
aorvants and the repeal of the Japanezs government ordinancs issued in
implemontation thereof, US delegate Ssbald defended the Japanese govern-
mont’s action as necessary to prevent minority pressure groups from utiliz-
ing labor unrest to seize political power, Both British Commonwealth repre-
sentative Patrick Shaw and Chinese delegate Genersl Shang Chen noted that
the Japaness government's order appeared to exceed the scope of General
MecArthur'e suggestions, While recognizing the justifiecation of a temporary
curtailment of rights Shaw recommsnded great care in the considesration of
their curtailment in the drafting of long term legislation.' He disagreed
with Sebald’s contention that the FEC direative regarding trade unions in
Jepan did not concern government workers. General Chen expresssd apprshen-
sion lest reactionary elements in Japen teke adventage of the revision of
lebor laws to obstruct the healthy development of the labor movement,

Criticism of labor policy ir Japen expressed in the Allied Council is
limited in ite effectiveness by the advisory character of the Couneil.
Japanese opponsnts of the current restrictions, however, may derive some
support from the public display of disagreement by Council members who
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JAPAN {Cont.)

have been content in the past to "go along® with SCAP on most matters of
Japanese internal administration. Resumption of Far Fastern Commission
meetings next week after a summer recess presages further discussion and
review of policy regarding the rights of Japanese civil servants.

Nortn Korean authorities have formalised the establishment of a rivel
"national® governmment. With the elaction of representatives to ths

Suprems Poople‘s Assembly of the Democratic Peoplats Republic of Korea on

25 August, the Kremlin completed the groundwork for countering the recoge
nition claims of the Republic of Korea at the Sepiember meeting of the

United Nations General Assembly (UNGA). The claim of the Democratic People'a
Bepublic as the true "pational® government will rest on the fact thet it
includes 360 representstives from South Korea elected at the recent Hasju
iwonference by about 1000 delegates alleged to have been chosen by 77.48 per~
cent of the South Xorean voters.

np®

The People's Assembly will convene on 2 Septembor at which time Kim I3
Sung will undoubtedly be elected President. Mossages of recognition from
the Soviet Unlon end her satellites will probably follows

In preparation for the establishment of this rival "national" govern-
ment, the Horth Korean Communists nttempted to gain the support of leading
South Korean "anti-separatists.? However, following the initiel success of
the Pyongyang "unity® conference of last April, the high~handed political
‘tactics of the North Korean Communists gradually elienated the leading
South Koreans who had attended the conference out of a sincere desire for
national unification. On 25 August, 25 South Koresn political parties who
had participated in the April conference compensated for their earliier boy-
cott of the South Koréan elections by denouncing all recent activities in
Horth Korea. This statement constitutes a strong rebuttal to the probabis
Soviet claim at the UNGA fall meoting that the Democratic Peopls®s Republic
has the undivided support of all South Koreen political organigations not
included in the rightist-dominated Soutl Korean government, -

)em"
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CHINA

2e_geoneras, suht 1n militory activity contimued through the past week. A"
In Centrel and North China, hovever, three separate Communist groupa are
presently moving northward. Xlements of CHEW Y3 's forces have cronsed the
Imnghai Railroed into scuthwest Shentung and may de bound for Communist

arsas north of the Yellsw River. Threse of LIU Po-chong's columms are moving
north from the Heuchang arca in the general direction of Chenghsien, im-
portant Nationalist oity at the junction of the Peiping Henkow and Iunghai
rail lines. Yarther north, Communist troops of NIEH Yungeohen, recently
active in the Paoting area, are moving into South Chehat, from whers they ,
will probadly leunch attacks on the FPeiping-Sulyusn Railwsy. The Naticraliste
now btalieve that amtumn will bring renmewed Commmnist drives in Manchuris tut,
thme far, there have bsen no major Communist military movements it that dirse-
tion. Ian this comnection, en official of the Hortheaest Bondi t-Suppression
Headquarters recently stated that the Fationalist garrison at Changchun can-
not be supplied with fuel and oznnot, therefore, be expscted to hold the oity
efter the cold weather arrives, -

ihe Hetlopal Goverament is continuing mass arrests of students 4m all ¥RV
rmejor cities. In Peiping many students ere escaping to Communist teérritory
%o avold arrest and epparently the suthorities are satisfied with this means
of destroying their power. Fifty-five Poiping prefessors this wesk eriticized
Government action, but no ¥iolence has occourred, perhaps becsuse many students
&reé away on vacation. The bresk~up of student organizations has led to the
opinion in that olty that the next school year may be quister, It does not
appeer, however, that stricter Government action will permanently solve the
student prodlem. : ‘

9 ) L.Yielt of former Premier CHANG Chup %o Javen is donnscied upt
with an overall plan of CHIANG Kaj-shek to persuade poténtially dissident
Chinese elemante to remein loysl to Nemking, so ths Statd Dapartment hea
informed the Acting Political Adviser to Tokyo. Presumably, CHANG Chun will
explain to the Chinese people on his return, after a lengthy vurvey, that
the US ald program in Japen will not injurs but will help China,

The prasen

FENG Yu-bgieng is returnine to Chins ) ' ow and will o
not arrive untll & People's Consultative Conference s convened in Communigt
territory, according to. LI Chi-shen, FENG is & member of LI's Fabmintoang
Revolutionary Committee. Howaver, plams for thin conferénce, to bé convened
by the Chinese Communists and the Ruomintang diseidentsd under LI, still
appsar vague. LI has said that it will he held some time between 10 Cetobsr
énd next spring dul that success depsnds on the Communis$ capture of a
politically strategic Central China city. The Comsuniste have ag yet made
no definite stetement. LI, although claiming to ba anti-Communis®, ie trying

S
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to utilize the Communists to advence his own ceuss. Hisg negotiations with
the Communiets thus far imply that he wiil have a major role in the con~-
ference, but it appears likely that any role LI and FENG might play in s
coalition with the Chinese Communists will result in the former being re-
duced to the etatus of Red pawms.

The Communis D 0 _be slowing . their land reform and inati- #BY
tuting a more lenient attitude toward missionaries iz nevwly libverated areas,
following a modified polisy laid down eeveral months &8go. Hational Govern~
ment propaganda is playing up reports of six reformed Communists concerning
dissatisfaction in Commmist territory. The Communists are probebly facing :
edministrative problems in instituting their program but from their point :
of view it is logical that a sound program cannot be based on %oo sudden a 25X1

cmgao

to Chinese banks by 20 Auguat, 1948, indicating the black market in hard .

i currency has virtuelly disappeared for a short time. The wave of arrestg,
fines, and confiscations in Shanghed msrkets during the week showe that aome
prices are belng pushed above the pegged levels, The general feeling in Chin-
ese banking circles snd foreign communities is that inflation end the black Market
are mersly temporarily curbed. The present lull appears to be dae mors to
a "wait and see" attitude then %o confidencs in the new financial controls,

¥

he Chinese Fore Office has reovested US Government assistance in Hee
enforeing one of the most ticklish of the recent financial regulationg—
reglatration and control of private Chinese sssets in the US. The Embassy

again informed the Chinese, as it had earlier this month thet tha US canld ,
do nothing. [ 25X1

25X1

Ihe Shenghai Merket: US 8 Exchange (Selling Rate) Wholesale Price of Rice "GY
Official "open" Blackmarket ver 172 1b vienl .=

This week (24 Aug 48) GY*$ 4.00 GY § 4.50(%) GY § 18.00

Week ago (17 fug 48) CF $480,000 CN $11,700,000 CH $65,000,000

Month ago (24 Jul 48) 480,000 6,800,000 36,000,000

Year ago (24 Aug 47) = 12,000 . 42,000 450,000

¥ 1 6Y(Gold Yuan):: 3,000,000 CE
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THDORESTA

Critical impagsse in G0 neogotistions continues. The position in
Tndonesia of the UN Good Offices Commitiee LGOG) remaina precarious,
“hile the Netherlands Covernment continues its efforts to ccmplaeto a
draft act for an Interim government for all of Indonesia which would
1imit the influense of the Republie, the NCC i faced with the immediate
necessity of advancing a formula for continued negotiations. The Repub—
lican Government has already challenged the lepitimacy of any interim
government ereated cutside the 50C negotiations and may be expected to
maké a determined appeal to the I Security Council if the G0C does not
offer a workable comromise., The Duteh plan envisapes the completion of
discussions with non-Nepublican elements by the end of fugust, approval
of the act in the Wetherlands by the end of September, and the establish-
ment of an interim government by the end of Oetober, The US Delegation
in the X faces a particularly critical peried in vilew of its tacit
approval of this display of Duteh initiative outside the GOC. Unless
this dilomma is resolved in the near future the "final® Republican appeal
to the Security Couneil is likely toc emerge as a major test of US and
M3SR influence in the Republicen Government whiech shows inereasing signs
of becoming & militantly left-wing organization,

BURMA

Insurrection continues indecisive, The insurrection in Burma con=
tinues nnabated and indecisive., Although there is still no evidence of
an overall eoordination of rebel groups and while the Government forces
generally have the upper hand in combat, the rebels are free to carry on
their activities in large areas of the country. The result has been a
sheady econonic deterioration with Rangoon already experiencing rising
prices., "Tater and rail transportation have been cffectively disrupted,
the timber industry has been brought to a standstill and the export of
rice seriocusly curtailed. Tn addition, and perhaps representing evidence
of precise ocutside direction, Burma's only cement plant, located zbout
200 miles north of Rangoon, which produced nearly enough cement before
the war to satisfy the country’s needs and vhich was scheduled t0 begin
operations on 1 September, has been sabotaged to the extent that it now
samot be put into operation before 1950. Ilinder these conditions the
pregsent Government will yrobably conbinue its struggle for survival as
long as it can anticipate effective ocutside assistance and feels that
there is a reasonsble chance of suppressing the Insurrection, However,
if the fovernment fails to make progress against the rebels or becoues
cenvineed that its overthrow is inevitable it is possible that: (1)
Prime “inister Thekin Wu may again attempt to reach an apreement with the
rebels, and (2) Government officials, of ilncressing importance, maY g0
over to the rebels thus precipitating the gradesl disbandment of the
present repime., In any case the result would be a formation of a new

SEeET
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BUR'A (eontinued)

coalition government far more to the left, but without the capabilities
of meintaining stability in Durma for any appreciable lenpth of time,

THITIPPINES

Peace and order deteriorate in central Iuzon, TFesce and erder, whish "B"
has generally prevailed in central Iuzon since mid-'ay, hes recently piven
way to scattered clashes between the Huks and the Constabulary, Although
President Quirino claimg a moral victory for his amnesty progran, Huk )
Ieader and Congreseman Iuis Tarug has stated that peace efforts have failed,
Both Quirino and Taruc have attacked each other, The President has accused
Taruc and his subordinates of being opportunistic Comminists instend of
constructive pessant leaders., Taruc, in an open letter, has charged that
the Quirine administration has not lived up %o its commitments and deeclares
he will etinue to lead the pessants and to preserve the peace but that
he will never submit to a peace ¥imposed by imperialist guns.” Tarue cone
cludes, however, that: (1) there can be no demccratic peace "as long as
we are under imperialist danination'; (2) demccratic peace can be guarantesd
only by "the close working unity of the workers and peasantsg® 3 and (3) "legal,
constitutional, parliamentary methods of struggle alone canno® achieve
democratic peace," Taruc's finzl statement was quickly repudiated by the
leader of the Democratic Alliance (the party on whose ticket he was elected
to Congress) and his atbempt to place blame for the amesty program "failure"
on the Government has drawn blunt criticism from a hitharto friendly local
paper, Meanwhlle, the Government appesrs confident of its course and is
planning to procéed with a social amelioration program as well as undefined
measures for maintaining law and order,

: 'T‘
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SECTION III, DIGEST OF IMPORTANT STUDIES AND BSTIMATES

‘FACTORS AFFECTING FAR EASTERN FOOD PROCUREMENT IN JAPAN

(a) Japan is already making noar maximum use of its arable land. - npH

.There is no prospsct that Japan?’s food import requirements will diminish

in the foreseeable future; there is strong likelihood, in fact, that these
roequirements will be inoreased to compensate for the increasing population
and to provide for a level of feeding obove bare gubsistencoe.

(b) The degree of control exercised over the distribution I food
in Japan is more stringent than in any other country in the world,

(o) The food oolleotion program initisted by SCAP during the last
rice harvest represented the mextimum feasible effort to collect indigenous
preduction, » _ ‘

(d) The importance of maintaining the rice component of the ration
throughout the year can not be overemphasiged, If the rioe component is
cut in Japan and Koree immediately prior to oollecting the mew orop, it
will be a physical impossibility to. avoid black marketing and hoarding,

{e) Japan will require approximately 2,200,000 metric tons of
imported food (brown rice equivalent) in FY 1949, Of this, 1,650,000
should bo cereals or cereal substitutes. It may be possible to substie
tute up to 300,000 tons of sugar end pulses for cereals, leaving a net
cereel import requirement of 1,350,000 tons. .

 (£) The significance of imported fertilizers for both Korea and
Japan is strocsed most stromgly and it is absolutely essentiel that the
Army retain it sources of American mitrates unless it is prepared to
import much larger stooks of food, Japan and Korea make better use of
theoly fertilizera than any of the other countries visited. '

(&) Ingfeasing amounts of food in the For Bast will become evail-

~ able for shipment to Japan in calendar year 1949, However, relatively

small quantities omly avallable from this aree during the oritical period

- (June « October) immediately ahead,

(h) ﬁhxiﬁumjéﬁail&biiitias of Far Eastern Poods should be procured

.  for Japen and these prqourementa tied in closely with the export of Japanese

products, : _
(i) Japan hes ﬁo_pféépeét 6f'becoming solf-supporting except through

a high‘degreé_bf industrial and maritime activity. There are many cbstecles
to achieving this goal which it 1s belleved are not fully appreciated im

| | weRET
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. Washington., The moat significant of these obatacles asre: (1) Reluctance

of other Far Eastern countries to aseist Japansse recovery, (2) Intense
nationalism on the part of Asiatic countries coupled with o detormivation
%o achieve national self-guffioiency. (8) Curremey exchange difficulties,
(4; Travel restrictions on business mem, particularly, Japanese netionals.
(5) A growing tendenoy on the part of Asiatic countries toward. government
controlled aconomies, While it is possible to obtain certain basic ocommod-
itles, such as rice, on a government-to-government basis, negotiations are
neocessarily too cumbersoms to faver trade in the lerge number of consumer
items whieh Japnn produoesg

Prepared by the direction of:

Colonel M. H. Vissering, GSC
Executive Officer

Office of the Food Adminlstrator for
Ocoupied Arveas, Department of the Army
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